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In recent years, the financial crisis caused by the lack of liquidity has been made 
a huge damage to the world economy. It is obvious that studying the liquidity is very 
important, and there indeed exist a lot of studies about it, but they mainly focus on 
security markets’ liquidity, while study from the point of corporate funding liquidity is 
relatively less, and among which most of them are banking related and only little part 
of which are based on non-financial firms. It can be concluded that do more research 
on non-financial firms is very essential because these studies would surely provide 
some guiding significance for the business operations and management of 
non-financial corporations. This paper would study the non-financial firms’ funding 
liquidity level and risk from, in order to provide a new research angle.  
 This paper firstly specified the concepts, determinants and classifications of the 
liquidity and liquidity risk according to the related literatures from domestic and 
abroad. Besides the specifications, this paper, based on the theory of financial 
constraints, adopted 1129 non-financial firms listed on Shanghai and Shenzhen Stock 
Exchange A share as the sample, and the period is from 2003 to 2011, also the paper 
constructed two market liquidity measures and three funding liquidity measures, 
hypothesized 16 determinants which might exert an influence on liquidity level and 
liquidity risk. This paper used panel data model and did some empirical studies on 
measuring the liquidity level, thus determined the significance of different 
hypothesized variables which influenced the liquidity; in contrary to most of the 
related literatures, this paper did further research on liquidity risk according to the 
Trade-off Theory, empirically proved that a firm has its own target liquidity level and  
any deviation from the target level would bring risk to the business of the firm, there 
exist systematic power bring the liquidity level back to the balanced level. Based on 
these evidences, this paper constructed two kinds of liquidity risk measures with 
which measured the non-financial firms’ liquidity risk, this paper provided evidences 
















differences of liquidity risk between different industries are less significant than the 
differences of liquidity level. This paper made some suggestions to the management 
of liquidity level and risk based on the whole specifications and empirical analysis. 
The main innovation points of this paper is that it constructed five liquidity level 
measures, compared the differences between market liquidity and funding liquidity of 
non-financial firms. It further did more research on liquidity risk constructing two 
kinds of liquidity measures which measured the liquidity level effectively. 
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